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By: Maurice H. Stans 
Director of The Bureau of The Budget 
Addressing The Ninth Annual 
NSBB National Conference 
Minneapolis, Minn. 


Sound Federal Budgeting 


ROADMAP 
PROGRESS 


We are priviledged to have obtained the permission of Maurice H. Stans, the Director 
of the Bureau of the Budget of the United States, to publish the text of his address 
before the Ninth Annual NS BB National Conference. To insure that we will not quote 
Mrs. Stans out of context, we are publishing his address exactly as delivered with- 
out attempting our usual task of having the speech re-edited as an article. We feel 
that those who attended the Conference and now read the speech will vividly recall 
the feeling with which Mr. Stans spoke concerning the problems of the Federal Gov- 
ernment in coping with the lack of an informed public clamoring for a ‘balanced 
budget’’. He has urged our organization, as an influential group of business execu- 
tives, to do our utmost to convince and help educate the public to the sound wis- 
dom of a sound fiscal policy for the United States. 


It is a real pleasure for me to have an oppor- 
tunity to appear again before a conference of this 
organization. The last time I met with you I was 
involved in a business with an annual volume 
totaling roughly 3 billion dollars--the United 
States postal service. Today I find myself in- 
volved in a vastly larger operation covering a wide 
range of activities estimated to total 80 billion 
dollars this year. 


I suppose this puts me in the same position 
as the Senator who was on the appropriations 
subcommittee handling the defense budget. He 
always said ‘‘Thanks a billion’? because he’d 
gotten out of the habit of talking in millions. 


You are all aware of the considerable debate 
which has developed in recent months over the 
President’s proposed budget for the coming 
fiscal year. I'd like to discuss with you some of 
the issues underlying that debate. I believe that 
you who are intimately associated with the pro- 
cesses of financial planning and control are 
especially equipped to understand and to pro- 
mote intelligent consideration of the questions 
involved. 


Actually, despite the difference in size, there 
are many similarities between a business budget 
and the Federal budget, and in the kinds of 
problems that have to be faced in preparing them. 


General factors in budgeting 


First, stated in the simplest terms, all budgets 
are financial plans. This is true whether we 
speak of personal and family budgets, business 
budgets, or the Federal budget. In setting them 
up, we must consider how much income we antici- 
pate for a given period, how much we should spend, 


and for what purposes the expenses should be 
incurred. 


Budgets, as a rule, also represent a harmonizing 
of many and varied plans into one overall program 
of operation. Each existing activity and new 
proposal must be thoroughly reviewed and care- 
fully weighed with respect to need, urgency, and 
value. Each must be matched against alternatives, 
and the estimated costs must be balanced against 
the expected results. The entire process of 
budgeting, after all, is just a procedure for making 
choices. The role of the central budget office in 


| 

| gay 

| 
2 
ty 
‘+ 

} 

; 
ae 

we 
at 
3 Bk 
: 


4 


this process is to advise and assist the Chief 
Executive in developing from an overall point of 
view the best program for meeting the desired 
ends--whether for a business or for the entire 
Nation. 


To perform this function in Government is ao 
easy task. It must deal with the earnest and 
sincere convictions of a wide variety of citizen 
groups and public officials concerning the need 
and worth of activities in every field of govern- 
mental responsibility. The military strategist, 
the missile expert, the educator, the conser- 
vationist, the health researcher, the social worker, 
and many others all see certain urgent needs in 
their fields of interest and want these needs met 
first. This is natural and understandable, but 
you can imagine what the Federal budget would 
look like if they all had their way. As a practical 
matter, the desires of all these groups must be 
adjusted in the light of national priorities and 
objectives, and in the context of the people’s 
willingness and ability to pay. 

This process of adjustment illustrates another 
characteristic of budgets generally. As integrated 
financial plans, they are reflections of policy. 
In a business situation , the policy is developed 
on the basis of the needs and objectives of the 
business-usually with a profit motive. In the 
Federal Government, the basic objectives are 
expressed in laws and in goals of the adminis- 
tration in power. Against this background, the 
President must select the means through which 
these objectives can best be attained. In a fun- 
damental way, this encompasses the full range 
of the Federal Government’s role in our economy 
and society--the relationship of national to State 
and local responsibility in our federal system to 
Government, the relationship of the Government 
to the private sector of the economy in a free 
enterprise system, and the relationship of the 
United States to the rest of the world in an uneasy 
age. 


Difficulties in controlling Federal spending 


Thus, the decisions the President makes in the 
course of developing his budget recommendations 
have far-reaching implications. There are at 
any time, however, certain limitations to the choices 
open to him. 


Any financial plan for a given year--and this is 
valid for business budgets also--cannot be entire- 
ly divorced from events of preceding years. 
Activities planned and begun in earlier years 
affect each year’s plan just as it, in turn, in- 
fluences plans of later years. This is especially 
true of the Federal budget. In fiscal 1960, for 
example, we estimate that one-third of the total 
expenditures of 77 billion dollars will be the 
result of appropriations and other financial 
authorizations enacted anywhere from one to 
several years earlier. 


But this isn’t all. There are many other rigid- 
ities. Interest in the public debt is an unavoid- 
able expense. Practically all of the expendi- 
tures for farm programs result from commitments 
made under laws enacted by the Congress a 
year or more before the budget year. Public 
assistance programs and veterans’ compensation 
and pensions, which together are estimated to 
cost over 5 billion dollars in fiscal 1960, are 
also controlled by legal formulas. Prior com- 
mitments control to a large extent the level of 
civil public works construction amounting to 
over 2 billion dollars annually, in which projects 
started in one year must be continued and com- 
pleted in later years. And at a time like this the 
defense needs of the country have only a small 
factor of controllability. So, to those who some- 
times think the President should propose a much 
lower budget, this points up why that is prac- 
tically impossible in any one year. 


A corollary to this point is the fact that the 
process of changing a Government budget is 
slower and more cumbersome than in business. 
A business budget, while it represents the results 
of integrated planning, must necessarily permit 
fast changes to meet altered circumstances. The 
business manager uses his annual budget pri- 
marily as an instrument for telling him when the 
actual developments are varying from the estab- 
lished plan. If the situation calls for a change 
in that plan, he makes it quickly. In the Govern- 
ment, changes usually require congressional 
action, and this action, even when taken, is pre- 
ceded by the time-consuming hearings and deliber- 


ations characteristic of the democratic process. 
From a long-range viewpoint, significant down- 


ward changes usually face strong opposition 
from beneficiaries and the process in the Con- 
gress is painfully slow at times. 


I'd like to make one final point before turning 
to the specifics of the current budgetary situ- 
ation. One of the main themes of this conference 
defines business budgeting as the roadmap to 
profits. I would define Federal budgeting as a 
roadmap to sound national progress. 


Of course, the yardstick of profits is basic to busi- 
ness success and therefore to business budgeting. 
The profit motive doesn’t apply in Government. 
Thus, in business, when sales fail to meet goals 
every effort is made to reduce expenses. Whatever 
the reason, changes in income usually bring about 
prompt changes in expenditures in an attempt to 
preserve a margin of profit. In the case of the 
Federal Government, however, there are forces 
which work in the opposite direction. 


For example, Federal revenues are very sen- 
sitive to changes in economic conditions. If 
employment and wage levels, business profits, 
and consumer buying decline below expectations, 
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revenues fall off. At the same time, such a down- 
trend usually leads to increased Government 
expenditures in an attempt to moderate the adjust- 
ment taking place in the economy. We have come 
to accept an economy-stabilizing role for the 
Government at such times, although there are 
certainly differences of opinion as to how much 
the Government can and should do. Last year’s 
experience demonstrated great recuperative 
powers built into our system, and the economy 
actually was well on the road to recovery before 
new spending programs got under way. It was a 
lesson we should remember. 


Nevertheless, the result of reduced revenues 
accompanied by higher spending was a large 
budgetary deficit. 


Looking at the other side of the coin, it is 
equally clear to me that the Government should 
exercise a moderating influence when the economy 
is in a period of expansion. Here is where it is 
often more difficult to get the theory translated 
into action. An examination of the issues posed 
by the 1960 budget illustrates this. I think you 
will also see how these issues relate to the 
various points I have just made. 


The 1960 budget--general policies 


Let me start by noting seven things to remember 
about the 1960 Federal budget: 


First, it is a balanced budget, and it is realis- 
tic, sound, and attainable. It reflects the belief 
that during periods of high economic activity the 
Government should live within its income. If we 
cannot balance our budget next year--a year of 
great prosperity--it is likely that we ever will? 


Second, the budget recognizes that continued 
deficit spending (after deficits of 16 billion dol- 
lars over the previous two years) would be an 
open invitation to inflation. A balanced budget 
next year is the Government’s best contribution 
to the fight against further deterioration in the 
purchasing power of the dollar. 


Third, the budget rejects the philosophy that 
the national welfare is best served by satisfying 
every demand for Federal expenditures. It pro- 
poses a restrained spending policy which, with 
rising revenues accompanying economic growth, can 
lead to future surpluses that can be used to 
lower our debts and taxes, and still meet the 
cost of essential new services. 


Fourth, the budget for 1960 nevertheless pro- 
vides adequately and amply for our defense needs, 
for meeting our worldwide responsibilities, and 
for sound progress in enhancing the welfare of 
our people at home. While its proposals are not 
the feast some spenders would like, they offer 
no famine either. After all, 77 billion dollars is 
not petty cash. 


Fifth, the budget places in sharp focus a 
basic question for the long run: how big a Federal 
Government do we want and are we willing to 
pay for? It looks to the years beyond 1960 by pro- 
posing that we start to change some basic legis- 
lation so as to adapt a number of longstanding 
Government programs to today’s circumstances 
and in the long run to reduce their cost to the 
general taxpayer. 


Sixth, the budget for 1960 has been proposed 
by the President and he is fighting hard to keep 
it in balance; but Congress votes the programs 
and the money, as the Constitution provides, and 
it is the Congress that will determine whether 
the budget stays balanced or not. 


Seventh, and finally, the budget for the Federal 
Government is not just something to be resolved 
in Washington. It is the concern of all the people 
of the country. What happens to it affects each 
one of us. A strong public opinion could make all 
the difference in the outcome. 


Now, let me leave these general points for 
some specifics and some details. 


Our present budget situation and the fight against 
inflation 


A deficit of about 13 billion dollars is now 
estimated for the current fiscal year, following 
a deficit of 3 billion dollars last year. Largely 
because of the recent recession, revenues are 
now estimated at around 6 billion dollars less 
than the original estimates while expenditures 
are now expected to be about 7 billion dollars 
higher. The deficit this year will be the largest 
in our peacetime history. 


We have been rapidly coming out of the reces- 
sion and all the signs point to a period of sttong 
economic growth. Production is rising, employ- 
ment and incomes are up, and our general pros- 
pects are bright. At such a time, we must be 
particularly aware that our gains can be dis- 
sipated if we allow inflationary forces to take 
hold. We must not accept the idea being advanced 
in some quarters that some inflation--despite all 
the hardships and maladjustments that it brings-- 
is a necessary price for economic progress. Not 
long ago I read a definition of inflation which 
went as follows: ‘Inflation is like a narcotic--it 
often gives the illusion of well-being, and once 
started it is habit forming. It takes courage to 
stop it.’’ I am confident that if we as a Nation 
show that courage, we can assure that our growth 
and progress are real and not an illusion. 


Everyone has a contribution to make in pre- 
venting inflation--the executive and legislative 
branches of the Government which deal with 
expenditure and revenue policies, the Federal 
Reserve System which has primary responsibility 
for our monetary policies, business and labor 
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leaders who set price and wage policies, and 
finally the entire American public. 


The most important contribution that the Govern- 
ment can make during a prosperous time like the 
one in prospect is to indicate clearly its willing- 
ness and determination to cope with the forces of 
inflation. In this, its primary tool to start with is 
a balanced budget. If we are to encourage a sound 
and stable approach to economic growth, it is 
vital that we not only live within our income, but 
that we plan something definite toward reducing 
the massive load of our debt with its expensive 
carrying charges, and reducing our tax burden so 
as to provide greater incentives for private invest- 
ment in the Nation’s future. 


Perhaps we need to be reminded occasionally 
that over most of our Nation’s history the Federal 
Government usually had budgetary surpluses 
except for periods of war or severe economic 
emergency. And after wars, conscious efforts 
were made to reduce and eliminate the public 
debt incurred during such periods. During the 
past twenty-five years we seem to have departed 
from this approach. The depression of the 1930’s 
brought steady deficit financing, and this was 
followed by huge wartime deficits. These con- 
tinuous deficits have exacted a terrible price. 
Our dollar has deteriorated to the point where 
it now buys about one-halr of what it did in 1939. 
Our public debt, which at the end of 1929 was 17 
billion dollars, will be 285 billion dollars on 
June 30 of this year. And 10'4 cents out of your 
tax dollar now goes for the interest charges on 
this debt. 


Many people seem to have become accustomed 
to the fact that we have an enormous debt and are 
not paying it down. We seem to forget that our 
bonds carry on their face a promise to pay. We 
seem to forget that when anyone keeps piling up 
debts--whether it’s a family, a business, or the 
Government--sooner or later unhappy conse- 
quences must be faced. With a balanced budget 
within reach for 1960, this is a good time to 
decide whether we are going to accept deficits 
and a growing debt as a permanent condition or 
whether we are going to stem the tide toward 
irresponsibility. 


The concern of the President and the admini- 
stration is not with 1960 alone. The fact is that 
if we do not succeed in making fiscal integrity 
a positive goal this year, we face a deficit not 
only in 1960 but in later years as well. If we 
can’t manage to live within our income next 
year with our already high tax rates, we may well 
wonder when the budget will ever be balanced and 
reductions made in our debt. And we can write 
off any hope of tax reductions for a long time. 


These are the general considerations under- 
lying the President’s determination to get Federal 


spending under control and to achieve a balanced 
budget next year. 


With this background in mind, let me turn to 
some of the specific policy issues involved in 
the 1960 budget. 


The 1960 budget--specific issues 


I would like to stress here that our objectives 
in formulating the 1960 budget were to provide for 
our defense needs first and then to restrain pres- 
sures for increased spending for nondefense pro- 
grams and for new programs which the Government 
could not finance from anticipated revenues. 


Here is a quick rundown of elements of the 
1960 budget: 


National security expenditures will total 45.8 
billion dollars, or 60 percent of the whole budget. 
When you hear the defense budget attacked as 
inadequate, think of those figures, and remember 
too, that this is the section of the budget that the 
President considered with the most exhaustive 
care and attention. As Commander-in-Chief, the 
President has seen to it that the defense portion 
of the budget contains all he believes necessary 
for the country’s security. The last thing he 
wants is to go through a process of raising and 
lowering the defense budget from year to year 
in response to every change in the temperature 
of the cold war. 


The next largest item in the budget is the cost 
of borrowed money. In 1960, we expect that the 
carrying charges on our national debt will amount 
to over 10 percent of our expected Federal income. 
In dollars, our interest bill is estimated at 8.1 
billion, and the President has no choice but to 
provide for it in the budget. 


Another large item is 5.1 billion dollars for 
benefits and services to veterans. 


Up to this point three-fourths of the Govern- 
ment’s income--about 59 billion dollars--is pledged 
to future security and paying for past wars. And 
in none of these items--defense, interest, or 
veterans’ benefits--is the President in a posi- 
tion to make recommendations at this time for 
substantial reductions. 


Well, what about the other 18 billion dollars of 
expected outlays in the budget for the coming 
year? 


Here they are: 
-6.0 billion dollars for agriculture services and 


price supports, including purchase and storage of 
a huge supply of farm products beyond our needs; 


—4.1 billion dollars for health, welfare, education, 
and labor programs; 
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—2.3 billion dollars for services to business and 
to communities, including aids to housing, 
aviation, the merchant marine, small business, 
and civilian outer space programs; 


—2.1 billion dollars for foreign affairs, including 
economic assistance to our free world allies to 
strengthen them in their resistance to communist 
subversion; 


-1.7 billion dollars for conservation and develop- 
ment of natural resources; and finally, 


-1.8 billion dollars for general administration of 
the Federal Government, for the expenses of 
Congress and the courts, and for contingencies. 


Included in the budget, in addition to record 
levels for defense, are the largest amounts ever 
spent for medical research, water resources, 
assistance to communities, education, and many 
other Government activities. 


Does all this sound as though we had crippled, 
or restricted, or weakened, essential Federal 
activities, as some critics would have you 
believe? True, for every category of program in 
the budget there are those who would spend sev- 
eral billion dollars more--and it is no mean 
achievement that these proposals were resisted 
by the President. What the budget would look 
like if we undertook to satisfy everyone is 
beyond description. 


Looking beyond 1960, the budget proposes 
changes in 18 specific programs to adapt them to 
present conditions--and these revisions would 
bring long-range economies beginning after next 
year which could ultimately total billions of 
dollars a year. 


The President’s proposals--those affecting 1960 
and those with a later impact--are reasonable and 
sound. 


For example, increases are proposed in postal 
rates and gasoline taxes. These increases are 
necessary if we are to keep our postal system 
and highway program on a sound and self-financing 
basis. 


The budget also proposes that we find a work- 
able solution to the farm price support problem, 
because the existing system continues to create 
incentives for farmers to produce more than we 
can sell. On June 30, 1960, we will have over 
10 billion dollars worth of farm commodities on 
hand, and we will be spending at the rate of 
almost 1'4 billion dollars a year just to carry and 
manage this inventory. 


There are some more hard facts to consider, 
too: even if Congress does accept the President’s 
balanced budget for 1960, and enacts it without 


increasing expenditures, there is enough built- 
in momentum in the commitments under present 
laws and programs to raise total expenditures 
in 1961 by 2 or 3 billion dollars. 


That means that we are heading toward a 
budget for 1961 in the neighborhood of 80 billion 
dollars or more. As things stand, interest costs 
will again increase in 1961, farm programs are 
likely to cost more rather than less, water re- 
sources projects will take more money as work 
on them progresses, and expenditures on new 
outer space, education, and civil aviation pro- 
grams are growing rapidly. As long as the cold 
war continues, defense and foreign aid costs 
will remain high. 


If this Congress increases 1960 expenditures 
much above 77 billion dollars, and if tax receipts 
do not rise very markedly, the budgets for 1961 
and 1962 will be on the road to more and more 
deficits regardless of anything the President or 
his Budget Director may want to do. 


What I am getting at is this: the budgets for the 
years following 1960 are being made in large 
part in this Congress. The actions taken on the 
1960 budget will set the pace. 


If civilian programs are added and expanded 
on top of our security programs, we will have to 
accept 80-billion-dollar budgets as a way of 
life, begin the climb to 90-billion-dollar budgets, 
and continue high, or higher, taxes to pay for all 
the services we get. The issue is not whether 
a budget of 80 or 90 billions is good or bad in 
itself, but rather where the money is coming 
from. 


Worthy programs and services which we can- 
not finance within a balanced budget in 1960 
need not be considered lost for all time. We can 
wait a year or two longer, in the expectation that 
increasing revenues from a soundly growing and 
productive economy can be used to reduce the 
public debt, lessen the burden of taxes, and make 
room for new undertakings. 


The citizen's role 


To a group such as this the idea of not trying 
to break even in a given year is a strange one. 
The idea of failing to break even over several 
years is doubly disturbing. But the idea of failing 
to break even or making any payments to reduce 
bonded indebtedness when the economy is healthy 
and business is good--that is unthinkable. 


Yet that is the situation we face at the present 
time in the Federal Government, unless the people 
unite in support of the President’s stand for 
fiscal responsibility and against the special 
interest pleaders who care not for the unhappy 
consequences to the Nation if their demands are 
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granted. The need is for every citizen to learn 
the facts, to form an opinion, and to express 
that opinion. It is a situation that cries for action 
by informed groups like this. You, who know best 
the sad consequences of financial recklessness, 
can take the lead in seeing that others are made 
aware of the costs to them--in increased debt, 
higher interest charges and higher taxes. For 
higher taxes will be inevitable--either more 
direct taxes on our transactions and on our in- 
comes or the hidden taxes of inflation--that in 
time would destroy our savings, our insurance, 
our pensions, the security of our children. 


The 1960 budget is critical. What happens to 


it can frame the long-term future of this country. 
What happens to it can affect all our lives for good 
or for evil. That makes it our individual concern 
and our collective responsibility. If we do not 
speak out now for fiscal responsibility it will be 
too late to complain later on. 


The time has come for the return of our national 
thinking to some of our old-time beliefs and 
traditions--of responsibility, frugality, and self- 
reliance. The President said it eloquently in his 
State of the Union Message to the Congress this 
year: “Thrift is one of the characteristics that 
have made this nation great; why should we 
abandon it now?”’ 


PITTSBURGH CHARTER 
PRESENTATION 


R. Visscher Millar, National President is shown 
on the right presenting the Charter to Ralph B. 
Horne, president of the Pittsburgh Chapter. Among 
the guests attending the Charter presentation 
ceremonies were Mel Aichholz, National Admin- 
istrative Secretary and the following members of 
The Cleveland Chapter, Fran Brennan, Sam. 
Allender, Larry Williams, and Henry Leigh. An- 
other visitor from our other Pennsylvania Chapter, 
Philadelphia, was its president, George Jackson. 
Together with 14 Pittsburgh Chapter members 
this group started Pittsburgh on its way. 


Boston Chapter Petition 


LIST 23 NEW MEMBERS 


Ten Members-at-large in the Boston Area uncovered thirteen more interested budgeteers and this 
resulted in a petition to form the 35th NSBB Chapter. Formal acceptance will be made at the Board 
of Directors Meeting to be held in late October in Philadelphia. The chairman of the Steering Com- 
mittee for the Boston Chapter is William C. Hall. The Charter Members are: 


ANTHONY P. ANNESE 
FRANK J. LORD 
ROBERT L. GINN 
DANIEL Mc8RIDE 
HORACE J. HAYMAN 
ALLEN V. MacDONALD 
WILLIAM J. HORNE 
ALBERT J. ROSE 


EDWIN D. HURLBUT 
ROBERT S. TAMBLYN 
EDWARD L. LAPINSKI 
EDWIN G, WALLACE 
ARNOLD J. COHEN 
FREDERICK S. COWAN 
WALTER FERGUSON 
DANFORTH A. HALL 


WILLIAM C. HALL 

GEORGE FREDRIC MILLER 
ALBERT A, SCHAAKE 
FRANK ODDI 

THOMAS S. DUDICK 
WARREN S. LITTLE 

B. M. SWICKER 
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Pinpointing The 


ADVERTISING DOLLAR 


By: C. S. Samuelson 
Asst. Director of Advertising 
General Mills, Inc. 
Minneapolis, Minn, 


“At the Ninth Annual NSBB National Conference Mr. Samuelson gave the attendees both an 


explanation and a challenge. The explanation — the expanding role of advertising. The 
challenge — The constructive need for pinpointing its effectiveness. Through advertising, 
Mr. Samuelson states, we can accelerate our National Growth. The appetities of the public 
must be continually expanded if we are to grow at a rate sufficient to retain our position 
in the world — But we must also maintain a constant vigilance on the effectiveness of our 
own individual company advertising programs. Growth is not the only criteria. We must 
channel our growth along profitable lines and the need to pinpoint the value of our adver- 


tising dollar is the real challenge. 


PINPOINTING THE ADVERTISING DOLLAR 


At a recent meeting in Chicago, a prominent 
authority in the field of economics referred to ad- 
vertising men as ‘economic illiterates’’. In the 
face of such a description, it takes courage to 
address a budgeting group. Unfortunately there 
have been too many justifiable occasions for such 
references. I hope I will not add to that illusion. 


It has become increasingly apparent that adver- 
tising must assume an increasingly important 
role in maintaining our national growth. Industry 
has made rapid recent strides in the creation, 
production and distribution of goods. However, the 
blueprints of our gross national product have 
undergone several recent revisions, all curtailing 
the more optimistic projections of 1954 and 1955. 
Dr. G. Roland Collins, Dean of the Graduate 
School of Business Administration at New York 
University, in analyzing this sjtuation has stated, 


in effect, that our modest continuing progress is 
not good enough to insure the dominance that this 
country must maintain in the international picture. 


ACCELERATING DEMAND 


It is, therefore, apparent that this group and 
others in management must become increasingly 
concerned with marketing functions that can con- 
tribute toward accelerating 
demands for our goods 
and services. Since adver- 
a tising continues to be the 
a most efficient medium for 


reaching mass consumers 
bie and creating awareness and 
ne desire for increased pur- 
chase of goods and ser- 
vices, it is logical and 
proper that greater attention 
must be focussed upon this area of operation. 
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Advertising is one of, if not the most difficult 
marketing functions to effectively plan, measure 
and control. It would be impossible to discuss 
this intricate problem in anything but broad 
generalization in the brief space allotted. And, 
like all generalities, there will be innumerable 
exceptions. 


Today’s complex problem of building and 
retaining markets and returning a reasonable profit 
intermarries many business functions. As this 
group knows, plants, materials with sources and 
costs, labor, manufacturing expense, overhead 
and indirect costs, capital investments, inventories, 
corporate debts, personnel and organization, 
dividends to stockholders are a few of the many 
problems to be jointly considered in the inter- 
related profit structure. And advertising cannot 
be completely segregated and considered as an 
isolated and wholly independent factor. 


Nevertheless, with the admonitions just pre- 
sented, I will devote the remaining space essen- 
tially in discussing portions of the advertising 
function and pointing out some of the areas that 
should be explored in planning, evaluating and 
controlling budgets created for this purpose. 


One of the most comprehensive and up-to-date 
practical guides to varied needs in advertising 
budgeting has been compiled by the Association 
of National Advertisers. Undoubtedly many of our 
readers have made specific contributions to it. 
Knowledgeable people in virtually all major types 
of American industry have contributed voluminous 
wort" y material on all important areas of budgeting 
--from the early statges of preparation, through 
purchasing, controls, financial procedures, 
accounting practices and forms and final evalu- 
ations. For those who seek to pursue these sub- 
jects further, I recommend that your company 
obtain the volume on ‘‘Advertising Budget and 
Cost Control’’ and its very recent supplement 
for your own careful study. 


Budgeting, within itself, forces those respon- 
sible to plan. It enables people at various levels 
of knowledge and experience to exercise judg- 
ment on the wisdom of expenditures for various 
purposes. It provides for an orderly review of the 
issues and considerations before management in 
determining the programs required to achieve 
the objectives. And such budgeting should also 
provide a yardstick for measuring progress and 
comparing this with past performances. 


Advertising, like any other business function, 
should be guided by specifically stated purposes. 
It is recognized that such purpose may vary 
drastically between products or services to be 
advertised and in short term and long term objec- 
tives. But, regardless of variations in basic 
objectives, your management should require clear 


and specific definitions as to goals to be achieved 
in order to pre-determine the merit of the invest- 

ment and to establish measurements for evaluating 

results. 


DEFINE PURPOSE 


It is virtually impossible to establish, manage 
and measure this, or any budget, uniess there is 
a clear definition of purpose. 


Please do not feel naive 
about asking for a specific 
and definite statement of Ltt 
the advertising purposes 
for every budget. I am | 
often concerned about the 
generalizations used by 
advertising personnel in 
defining their objectives. 
Such vague remarks as 
budgets to ‘“‘build greater 
volume, increase profits, 
greater turnover, or capitalize upon existing 
opportunities,’’ in my book, serve little purpose 
and go far in depreciating the value and purpose 
of advertising in the marketing function. So, 
require those of us in advertising to give you 
explicit statements of purpose. 


As previously indicated, many factors beyond 
advertising bear on the marketing result including 
the effectiveness of your sales coverage, com- 
petitive pricing, product desirability, packaging 
and numerous other considerations. While en- 
lightened management must carefully evaluate 
each of these functions in its interrelated con- 
tribution, such management must not permit any 
of these functions to individually excuse its failures 
based upon performances of others. Therefore, I 
re-emphasize the need for clearly stated objec- 
tives as a basis for measuring performance. 


RESPONSIBILITY FOR EXPENDITURES 


Advertising responsibility is normally distri- 
buted between assigned areas of your management 
and your advertising agency. There are marked 
differences between companies as to the manner 
of distribution of such responsibility but, to 
pinpoint your evaluations, it is important that you 
have a realistic understanding of your internal 
Situation. 


Regardless of how you function, it is your 
dollars that are being spent, so someone in your 
management must shoulder the final responsibility. 
In complex corporate structures, several persons 
may have individual sections of final control, but 
you cannot divorce the need for centralizing 
responsibility for endresults within your corporate 
establishment. 


Let us examine this further. There are times 


when the active head of a company directs the 
advertising. I recently reviewed this subject with 
a large multi-million dollar per year advertiser 
where all major decisions were made by the 


president. If such is the case, for good or bad, res- 


ponsibility lies here. 


In many cases, advertising is a function of 
sales. Therefore, advertising policies and prac- 
tices are subservient to sales personnel and 
responsibility and accountability should be 
vested in sales. (Incidentally, this practice is 
often pursued, and while I might question its 
wisdom, we must live with the facts as they exist. 
In the last two years I served as a consultant to 
two companies spending in excess of $50M annual- 
ly and found that advertising was directed essen- 
tially by sales in their operations.) 


In a major national public service corporation, 
the treasurer directed advertising and public 
relations. While he was served by a large, and 
apparently efficient, professional staff, his was 
the final source of such responsibility. 


So, to pinpoint the advertising dollar, be sure 
that you have a clear understanding as to who 
has the responsibility. Almost anyone in the 
marketing field believes he understands adver- 
tising, so you have a natural tendency to have 
many parts of management exerting influence 
upon the advertising. But I am sure you know who 
directs the major areas of action in your company. 
Though it may prove embarrassing at times (even 
impossible) you cannot escape your own need 
to know how and where to focus your final evalu- 
ation. 


Advertising agencies vary in the degree of 
responsibility delegated to them. A major cigarette 
company virtually turns over the budget to their 
agency. One of our large food corporations gives 
the agency almost carte blanche control and 
direction. While corporate management cannot 
escape final responsibility, in cases where the 
agency has such domina@ce, those responsible 
for budgeting should direct a major portion of 
their audits in the agency. 


We have never had a case where an agency 
audit and evaluation did not result in savings or 
improved efficiency. This is not a condemnation 
of the agency. Since the variable human factor 
and his judgment influences the greater portion of 
expense control, you will be constantly required 
to place checks and counter-checks on performance. 
This is a subject substantially beyond the scope 
of this brief article. However, the Association of 
National Advertisers has prepared a lengthy 
check-list of things you might review. 


EVALUATION — A MUST 


Your company control officers,of which you are 


a member, should be certain that your company 
retains some kind of measuring service to help 
evaluate the competitive progress of your brands. 
In addition, your advertising department must 
employ certain yardsticks to evaluate the profes- 
sional performance of their operations, such as 
copy readership, media costs and circulation, 
television and radio program listenership and 
characteristics. These are also important, but 
they will require proper interpretation. (Inciden- 
tally, in my thirty years of advertising, I have 
never accepted a measurement of service that 
could not be explained to any reasonably intelli- 
gent and unprejudiced source, so don’t hesitate 
to ask your personnel to explain any function of 
your advertising.) However, the progress and 
profitability of your brands 
must give fiscal answers. 
Sometimes, as the case of 
a grocery chain store, a 
great proportion of measure- 
ments are provided by 
adequately studying your 
own turn-over and profir 
figures. And all of us live 
in competitive areas. There- 
fore, progress is not only 
measured by our own gains, but also by your 
relative gains to the total field. So be sure you 
have proper and dependable measurements of the 
standing of your brands available for frequent, 
periodical review. 


Let us now briefly examine some of the oper- 


ating parts that you can play in helping management 


pinpoint the advertising dollar: 
FIRST THE PLANNING 


Good budgets are planned over projected periods 
of time. Emergency planning should be the rare 
exception. In the course of preparation, those 
responsible for financing must be certain that: 


(1) You have a clear understanding as to 
responsibility and accsuntability. 


(2) Amounts required fall within cost or in- 
vestment structures pre-determined by those 
respons ible for profits. 


(3) There are stated objectives that comply 
with reasonable yardsticks of expectancy. (Busi- 
ness experience and judgment are very important 
here.) Require your management to evaluate the 
brand potential and profit possibilities based 
upon adequate market research. 


(4) Advertising is intelligently concentrated 
against areas (geographically and by population 
types) of greatest opportunity. (No advertiser is 
big enough to completely dominate the entire 
field. The wisdom of direction of expense is 
often the answer to success of failure. And, 
incidentally, a secondary market not agressively 
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sought by strong competitiors in the primary field 
can spell opportunity. More tactical mistakes are 
made in this total area than any other in adver- 
tising.) 


(5) The amounts are adequate to do the job. 
(If your consumer is swamped under a deluge of 
strong competitive investments, you can seriously 
question the wisdom of putting major effort in this 
field. It may be that promotions or extra sales 
pressure may be better than advertising in 
certain areas.) 


(6) Be sure you define proper allocation of 
expense to advertising. (Each company has its 
own definitions. But don’t let advertising be the 
receptacle of costs difficult to assign or use the 
funds for diversion to other purposes without 
changing the budgetary responsibility.) 


AND SECONDLY, THE CONTROL 


(1) Have clear definitions as to purchasing 
responsibility and liability. When and how are 
payments made? Are proper quantity and cash 
discounts realized? Are you effectively using your 
mass purchasing power? Incidentally, this also 
involves your advertising agency where you should 
have clearly established contracts on procedures, 
payments, ownerships, general relations and the 
varied interrelated areas of operation. You un- 
doubtedly have procedures and forms required in 
your commitment functions. Make your advertising 
management put these things in writing. It helps 
them and you to clarify your thinking. It requires 
coordination. 


(2) Establish and maintain adequate records of 
current monetary commitments against approved 
budgets. 


(3) Enforce managerial controls and measure- 
ments on the wisdom and effectivness of the 
advertising. (While this essentially involves the 
monetary considerations as mentioned in the 
foregoing point, it goes beyond this in that it must 
consider the efficiency of expense. For instance, 


in an example in media purchase, discount struc- 
tures often enables you to get substantial additional 
space at very low cost investments. 


AND, FINALLY, EVALUATION 


In my opening remarks, I stated that advertising 
may be the most difficult of the marketing functions 
to evaluate. This is true. It is not an exact 
science. But it is not without measurable criteria. 
In fact, we should be ever more demanding in 
this area. 


You can and should determine if your adver- 
tising is on pre-stated targets. Advertising exerts 
influence--for good or bad. Methods can be estab- 
lished to indicate if favorable progress is made 
in the minds of potential buyers. This should be 
done. 


And these things must also be done: 


(1) Where rate cards or other controllable ex- 
penses are involved, you can measure the effici- 
ency of your operations. 


(2) The profitable progress of the brands in- 
volved should be measured. If advertising is a 
major factor of cost, and if the size of budgets 
permits, insist upon isolated tests at varying 
levels of expenditure in representative markets 
to obtain sharper indications of the advertising 
contribution. While it is true that many factors 
enter into and influence such tests, nevertheless, 
in most big budget areas, such tests can be of 
significant value. 


(3) Agency performance. This must be evaluated 
in critical and demanding terms. Here again space 
will not permit an analytical review of this oper- 
ation. 

* * * * 

The foregoing, again, because it was general, 

has many fallacies and omissions. But, I hope 


it may have stimulated some further thought and 
and ideas among you. 


* * . * 
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The Midwest Regional Conference is scheduled 
to be held at the St. Clair Hotel, 162 East Ohio 
Street, on Friday, November 13, 1959. A hos- 
pitality room will be set-up at the St. Clair Hotel 
on the eve of the conference. 


The conference will be a one-day affair. The 
price per ticket has been established at $7.50 
per attendee and attendance will be limited to 
N.S.B.B. members. Any excess of receipts over 
conference costs will be distributed to the par- 
ticipating chapters. Seminars will be conducted by 
N.S.B.B. members — there will be no outside 
talent. 


The program will consist of eight (8) seminars 


MIDWEST REGIONAL CONFERENCE 
Scheduled for November 13, 1959 


of which four (4) will be held concurrently during 
the morning session and the remaining four (4) 
will be held concurrently during the afternoon 
session. The luncheon will not feature a technical 
speaker but, instead, will be devoted to meeting 
the other members of N.S.B.B. Vish Millar will 
give a 10-15 minute talk on NSBB — ITS PAST, 
PRESENT AND FUTURE. The Chicago Chapter, 
as the host chapter, will be responsible for overall 
planning and householding arrangements. 


The other participating chapters will be re- 
sponsible for the preparation of seminar programs. 


The following assignments were accepted: 


At Chicago 


chapter 
Calumet 


Chicago 


Detroit 


Fox River Valley 


Indianapolis 


Joliet-K.ank akee 


Kalamazoo 


Milwaukee 


Peoria 


Skokie Valley 
Tri-Cities 


Twin Cities 


assignments 


Will render assistance as required 


Household Duties 


‘'Long Range Planning”’ 


“Flexible Budgeting”’ 


Will render assistance as required 


"Bases of Developing and 
Installing a Budget’’ 


‘‘Return on Investment’’ 


Budgeting for Capital 
Expenditures”’ 


Will render assistance to Tri-Cities 
on ‘’Manufacturing Budgets’’ 


‘Management Reports’ 
"Manufacturing Budgets”’ 


‘Budgeting & Incentives 


representatives 


Harold Bultema 


Bob Eklund, also General 
Chairman of Conference 


Robert C. Perkins 
C. C. Benedict 


George Morton 
R. A. Swenson 


Gus Klippel 


E. R. Garnier 


Charles Terwilliger 


Omar Junker 


John W. Galvin 
Lyle E. Dallefeld 
Neil F. Denen 


Wilfred F. Neumonn 
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Harold Mason 


‘Past President 
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R. Visscher Millar 


President 


Mrs. Harold Mason 


One of the priviledges of attending the NSBB 
National Conference isthe opportunity to pay 
honor to the Past President by attending the 
Annual President’s Dinner. This annual affair 
takes place on the evening before the con- 
ference. We arepublishing some ofthe scenes 
of the President’s dinner held at Minneapolis 
in which high tribute was paid to our Past- 
President, Harold Mason, and in a small 
measure to his charming wife. Make a note to 
take in this NSBB affair at the next National 
Conference. 
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Financial Planning 


THE JET AGE 


By: Donald W. Nyrop 
President, Northwest Airlines 
Addressing The Ninth Annual 
NSBB National Conference 
Minneapolis, Minn. 


Forecasting the unknown is a very real problem in the airlines business. Mr. Nyrop, 
President of Northwest Airlines, takes us behind the scenes of an airline operation 
and reveals interesting data concerning the side of an airline operation that we pas- 
sengers seldom have an opportunity toconsider. The vast financial planning involved 
in the introduction of JET aircraft into an airline operation is explored in detail in 
this article. Ample credit is given to the role of sound forecasting and budgeting in 


the scheme of a successful airlines operation. 


The airlines are on the threshold of the Jet 
Age. Arrangements for large sums of money re- 
quired to pay for jet airplanes have been made 
through long-term and short-term borrowings and, 
in some cases, additional equity financing. 
Hundreds of millions of dollars have been depos- 
ited with manufacturers as advance partial pay- 
ments for jet aircraft and engines. 


Airlines are busy with provisioning for ground 
equipment needed for jet aircraft operation. 
Thousands of airline employees are attending 
formal training classes to ready themselves with 
the knowledge necessary to operate and maintain 
the jets. A few airlines have begun to operate 
some jet aircraft in scheduled service. 


I am, of course, most familiar with Northwest 
Airlines and you are interested in the financial 
side of the operation. I will, therefore, confine 
most of my comments to Northwest Airlines. 


BACKGROUND DATA 


To begin, let me give you a little background 
information about our company. 


Northwest Airlines began its operation October 
1, 1926 as an airmail carrier between Minneapolis 
St. Paul and Chicago. 


The company was incorporated August 1, 1926 
as Northwest Airways, a Michigan corporation. 
It was backed financially by businessmen of 
Detroit and Minneapolis/St. Paul. Control later 
shifted to the Twin Cities group. 


The next year, on July 1, 1927 Northwest 
inaugurated passenger service. The service was 
continued three months before it was suspended 
for the winter. The company carried 106 passen- 
gers in those three months. That is much less 
than a Douglas DC-8 jet aircraft is able to carry 
on a single flight. 


In 1928 the airline began the route expansion 
that developed over the thirty years from a small 
midwest airmail carrier to one of the* world’s 
largest Domestic and International airlines that 
now extends over 20,000 route miles, serving 32 
U.S. city airports, including the cities of Anchor- 
age, Alaska and Honolulu, Hawaii and six foreign 
countries. 


Route terminals on the East Coast of the 
United States include New York, Washington, 
D.C., and Miami, Florida. Our routes extend 
through the upper midwest cities and across the 
northern tier of states to the West Coast cities 
of Portland and Seattle/Tacoma. 
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The Canadian cities of Winnipeg and Edmonton 
are both served by the company. 


Northwest Airlines operates over the North 
Pacific ‘‘Great Circle’’ route from the United 
States to Tokyo, Japan; Seoul, Korea; Okinawa; 
Taipei, Formosa; and Manila in the Philippines. 


In addition, Northwest is certificated to serve 
Hong Kong and several China Mainland cities, 
among them Shanghai, Naking and Peiping. 


There has, of course, been a very great change 
in aircraft used by the airline over its history. 
Northwest started operation in 1926 with two 
rented open-cockpit planes, an OX-5 Curtiss Oriole 
and an OX-5 Thomas Morse. 


Its first ‘‘fleet’’ of aircraft consisted of three 
85-Mile per hour Stinson Detroiters. They were 
three-passenger airplanes and the first closed 
cabin planes used by any commercial airline. 


Next came the all-metal Hamilton High Wing 
Monoplane, the famous Ford Tri Motor, the 
Waco J-6, Travelaire 6000, Lockheed Orion, 
Lockheed 10-A, Lockheed 14-H, and the Douglas 
DC-3’s in the late 1930’s, with which I am sure 
you are all familiar. 


Immediately after World War II, Douglas DC-4 
airplanes were added to our fleet. Then came the 
Martin 202, Boeing 377 Stratocruiser, Douglas 
DC-6B, Lockheed 1049G Super Constellation, 
and the Douglas DC-7C, 


Our fleet today consists of 17 Douglas DC-7C 
aircraft, 23 Douglas DC-6B’s, 9 Boeing 377 
Stratocruisers, and 12 D€-4’s. These aircraft 
fly an average of nine hours per day covering 
approximately 135,000 miles each day, producing 
a daily average of 9 million available seat miles. 


We have approximately 7 thousand employees 
on our payroll. These employees are located in 
40 cities throughout the United States, which 
now includes Alaska and Hawaii, and in eleven 
cities in foreign countries. 


WHAT DO THESE EMPLOYEES DO? 


Well, about 1,500 or 21% of our employees are 
flight personnel — those who operate the airplane, 
including pilots, flight engineers, and navigators; 
and cabin crew personnel who take care of our 
passengers in the aircraft including stewardes- 
ses, flight service attendants and pursers. 


Thirty-one percent of our employees are in our 
Station Operations. Their work includes checking- 
in passengers departing the station, loading and 
unloading the aircraft, refueling the airplanes, 
etc. This also includes our Food Service, Com- 
munications and Flight Dispatch personnel. 


Another twenty-four percent of our employees 
are in our aircraft Overhaul and Maintenance 
organization. These employees are mostly air- 
craft inspectors, engineers and supervisory per- 
sonnel. 


Our Sales organization which includes reser- 
vation agents, tickets agents at our downtown 
offices, sales representatives, and other sales 
employees account for another 14% of our em- 
ployees. 


The remaining 9% of the company’s employees 
are in the strictly overhead group which includes 
the Treasury, Comptroller, Personnel and other 
administrative departments. 


REVENUES 


In 1958 our company’s operating revenues 
totaled 102 million dollars, a 22% increase over 
the 1957 figure. Net profit from operation, ex- 
cluding gains from property disposal, was 5 
million dollars or 2 and one-half times the 1957 
figure. This is still an inadequate profit based 
on the increased investments of the company, 
the need for earnings to be re-invested for the 
purpose of continued growth and progress, the 
liquidation of debt, and to provide funds to pay 
reasonable dividends to stockholders. 


We are very encouraged, however, when com- 
paring today’s results with the past several years 
when results were not as good. 


We made a comparison of Northwest Airlines’ 
1958 profits from operation (that is, excluding 
gains from property disposal) with the other 
United States scheduled air carriers. To make 
this comparison we used the following ratios: 


1. Net profit from operation to stockholder 
equity. 


2. Net profit plus interest expense on debt to 
total invested capital (that is, stockholders 
equity plus long-term debt) 


3. Cash generated from operation to total in- 
vested capital. 


For the year 1958 we came out best on all 
these comparison tests. We are quick to admit, 
however, that United Air Lines was a very clese 
second. 


In all fairness, however, we must point out 
that several major airlines suffered greatly in 
1958 from employee strikes. 


FINANCING PROGRAM 


During 1958 we completed our financing pro- 
gram for the acquisition of jet aircraft. Our 
initial purchases are five straight-jet Douglas 
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DC-8’s and ten prop-jet Lockheed 188A’s. The 
cost of these jet aircraft and spares totals 67 
and one-half million dollars plus ten million 
dollars for ground equipment and facilities. 


In addition to this, there are training pro- 
grams for jet aircraft operation that will cost 
approximately two million dollars. 


Before determining our financial requirements, 
it was necessary to select the jet aircraft best 
suited to our needs, the number of units required, 
delivery dates, and the disposition of present 
equipment. A few of the requirements that had 
to be considered were: 


1. Long-haul Needs 


Trans-Pacific Nonstop 
U.S. Transcontinental 
West Coast to Hawaii 
New York te Anchorage 


2. Medium-Haul Needs 


Twin Cities/New York 
Chicago/New York 


3. Short-Haul Needs 
Twin Cities/Chicago 


4,809 miles 
2,408 miles 
2,300 miles 
3,070 miles 


Chicago/Seattle 
Chicago/Miami 


Detroit/New York 


Twin Cities/ Milwaukee/ Detroit/Pittsburgh/ 
Detroit Cleveland/ 
Washington, D.C. 
Speed 


Carrying Capacity — Both Weight and Space 
Runway Facility Requirements 

Economy of Operation 

. Delivery Dates Aircraft Would Be Available 
Price of Units 


CON ams 


10. Disposition of Present Equipment 


11. Internal Configuration and Flexibility of 
Configuration 


We found that no one jet airplane could serve 
all of our requirements. Through our studies it 
was determined that the Douglas DC-8 straight- 
jet with modifications best met the requirements 
for our long-haul needs and the Lockheed 188A 
prop-jet with modifications met our needs for the 
medium-and short-haul requirements. 


DOUGLAS DC-8 


Let us take a look at the large jet — the Douglas 
DC-8. How big is it? Its fuselage is over 146 
feet long, about one-third longer than the largest 
conventional engine airliner of today. It has a 
wing span of 140 feet. This, too, is different 
than aircraft of the pre-Jet Age because the 
the wing span before was always greater than 
the length of the aircraft. Higher speeds of the 
jet reduce wing- span requirements. How much 


room is there inside the aircraft? The DC-8 
payload space available is 60 to 70% greater 
than the largest of our present aircraft. The 
DC-8 will carry up to 150 passengers in all- 
coach configuration. 


In our planned combination first class/coach 
configuration, the aircraft passenger seating 
capacity will be between 118 to 129, depending 
on the particular arrangement used. 

How far will this large jet fly? The DC-8 we have 
have on order will be able to fly in excess of 
5,000 miles nonstop. 

How fast is the aircraft? In cruising speed, the 
airplane will move through the air at 575 miles 
per hour which is 225 miles per hour faster than 
our DC-7C and 400 miles per hour faster than the 
DC-3. 


The DC-8 will reduce present nonstop flight 
time between New York and Seattle by more 
than three hours and the flight time between 
Seattle and Tokyo will be reduced by approximately 
9 hours. 


I believe you may also be interested in some 
figures regarding the weight and fuel consumption 
of the aircraft. The DC-8 jet airplane we have 
ordered with the more advanced Pratt & Whitney 
J-75 engines will have a maximum gross takeoff 
weight of 155 tons which will be more than 
double the gross takeoff weight of our present 
largest aircraft, the Boeing Stratocruiser and the 
DC-7C, 


The weight of the fuel when the tanks are full 
is 78 tons or about one-half of the total gross 
takeoff weight of the aircraft. The 78 tons or 
23,300 gallons of fuel will be consumed in about 
11 hours of flying. The fuel a DC-8 will burn on 
a round-trip between Seattle and Tokyo will 
cost $6,700. 


An average motorist, assuming he drives 12,000 
miles per year and gets 15 miles per gallon, 
could drive more than 29 years on the amount of 
fuel it takes to fill a DC-8. 


PLANE'S PRODUCTION CAPACITY 


I have talked about the size and the speed of 
the large jet. It is the combination of the two 
factors that determines the production capacity. 


Because the speed and carrying capacity of 
the jet is so much greater than other aircraft, the 
production difference becomes quite interesting. 
The DC-8 will produce 20 times as many available 
seat miles per hour as the DC-3, and almost three 
times that of a large DC-7C or the Boeing Strata- 
cruiser. 


Because you gentlemen usually deal in dollars, 
let me express it a different way. A DC-3 with a 


full load of passengers is capable of producing 
about $200 revenue per hour, the DC-7C about 
$1,500 per hour, but the DC-8 is capable of pro- 
ducing in excess of $4,000 per hour in gross revenue. 


SUPPORTING EQUIPMENT 


In addition to planning for the number and kind 
of jets we should buy, aircraft spare parts inven- 
tories must be provided. 


*Spare engines for the DC-8 cost $210,000 
each - we are buying 16. Total cost is 
$3,400,000. 


*Spare engines for the Lockheed Electra cost 


$91,000 each — we are buying 20. Total cost 
is $1,800,000. 


*Other spares for the airplanes, including 
thousands of parts will come to a total of 
$8,800,000. 


Special ground equipment for the jet aircraft 
included in our planning will cost our airline 
about eight million dollars. Tools and equipment 
needed to overhaul the Douglas DC-8 and Lock- 
heed Electra engines cost $3,400,000. Tools and 
equipment to overhaul the airframes of the two 
types of jet aircraft cost $1,500,000. 


Station or airport servicing equipment will cost 
$2,100,000. This includes such items as engine 
starting units at $18,000 each, mobile ground 
power units to furnish electricity for the aircraft 
when it is on the ground at $15,000 each, aircraft 
towing tractors for the DC-8 at $28,000 each, and 
air conditioning trucks to cool the aircraft while 
at ground stops at $16,000 each. 


Fueling facilities for storage and distribution 
of the kerosene-type fuels used to operate the jet 
aircraft will cost approximately $700,000, 


During this same period, due both in part to 
the growth of the airline prior to the Jet Age and 
expected future growth of our airline, we had to 
plan for other additional facilities. This included 
a new Overhaul Base and Main Base Headquarters 
which is now under construction and will cost 
$18,000,000. The financing for this facility has 
been arranged by the Twin Cities Metropolitan 
Airports Commission and will be repaid by North- 
west on a lease basis. 


FINANCIAL FORECASTS 


Bill Eiden, our Treasurer, was in charge of 
planning for the financing to handle our jet pur- 
chases. 


To determine our total financing requirements 
for presentation to the Banks and Insurance Com- 
panies, Mr. Eiden’s staff prepared forecasted 
profit and loss statements, capital equipment 
purchase schedules, cash flow exhibits, and 


balance sheets for the years 1958 through 1963. 
The earlier year forecasts were prepared by 
month and the later year forecasts by quarters. 


Behind these forecasts were supporting sched- 
ules showing the acquisition and in-service 
dates of new aircraft and the retirement from 
service of present aircraft. Schedules of fore- 
casted production and revenue statistics were 
also included. Loan and interest payment sched- 
ules were worked out in detail through the years 
ahead. 


Because of the assumptions and judgment that 
must go into such forecasts, considerable sup- 
porting commentary was included with our long- 
range financing plan for the Banks and Insurance 
companies. 


OPERATIONAL FORECASTS 


Forecasting operating revenues and expenses 
for jet aircraft over our route for future years 
could not be taken lightly. We were taking a very 
important step forward so this job required care- 
ful planning. The jet airplanes we were purchas- 
ing were still in the manufacturing stage and, of 
course, actual operational experience was not 
available on which to base actual operating 
cost figures. 


Our budget and forecast people worked with 
the aircraft manufacturers’ information, our air- 
craft engineers, and Operations people to gather 
and cross-check information about these aircraft. 


In effect, we had to work out the airline oper- 
ation on paper for the 5 years ahead. The air 
planes were routed or scheduled between cities 
on this paper operation. 


Flight schedule changes were made for the 
new jet aircraft added to the fleet and older air- 
craft retired. Schedules were adjusted for our 
winter and summer operations. Future schedule 
changes were made to take care of the forecasted 
future increases in business, etc. 


Routing diagrams and aircraft utilization 
figures were continually checked as we went 
through these planning stages. Non-revenue 
flying estimates were added for crew training, 
aircraft testing, and aircraft ferrying. 


From the information worked out, forecasted 
aircraft hours and aircraft miles were obtained. 
Further statistical information was prepared 
showing the production statistics expressed in 
available seat miles and available ton miles. 


With this statistical information, plus the 
information obtained about the jet aircraft and 
known cost information on present aircraft, direct 
flying expenses were calculated for each type 
aircraft on our various route segments. 


Depreciation, computed on the basis of the 
aircraft acquisition and disposal program, was 
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added to the direct flying costs. Indirect ex- 
penses for each period were then calculated and 
added to the direct costs to complete the oper- 
ating expense forecast. 


Operating revenue forecasts which included 
passenger revenue, mail, freight, express and 
other revenues, were calculated and tested for 
sound reasoning for each of the five years ahead. 


Our forecasted revenues for 1963 are 75% 
greater than the actual revenues for 1958. This is 
approximately an average annual increase of 13% 
per year. 


FUNDS REQUIRED AND SOURCES 


Funds required for new capital equipment and 
the retirement of the outstanding loan we had 
for piston-type aircraft, can be summarized as 
follows: 


Retirement of the outstanding 


bank loan 37'4 million 
New jet aircraft 53)4 million 
Spare parts and assemblies 

for new aircraft 14 million 
Ground equipment million 


Total 115 million 


Money for these requirements comes from the 
following sources: 


Preferred stock issue - 
December, 1958 ll million 


Long-term note purchase agree- 
ments with 12 insurance 


companies 40 million 
Short-term credit agreement with 
group of 15 banks 374 million 
Sale or trade-in of piston engine 
aircraft 10 million 
Toral 97% million 


The balance will come from cash generated 
through the operation of the airline. 


IMPLEMENTING THE PLAN 


We must keep looking ahead, however, it is 
one thing to arrange for money to purchase jet 
equipment but quite another to plan and execute 
the profitable operation of the airline during the 
life of the jet. 


Based on our forecast, the average revenue 
load must be approximately 50% greater to break- 
even on the DC-8 than on a DC-7C. 


The opportunity to make or lose money on the 
operation of one DC-8 depending on whether the 
average revenue loads are above or below the 
break-even point, are about 2'4 times as great 


as the opportunity to make or lose money with 
one DC-7C. 


It is very clear to us that planning for an ef- 
ficient jet operation is of the utmost importance. 


Let us look at some of these planning areas. 


A. We must plan for the efficient use of the air- 
craft. This includes scheduling of jets on route 
segments best suited to that aircraft. If the 
aircraft flight trips are less than, or greater than 
the efficiency range limits of that airplane, the 
revenue producing effectiveness decreases and 
the operating cost per mile increases. 


*Direct flying costs per mile for a DC-8 are 
more than 10% greater on a 1,000 mile hop 
than on a 2,000 mile flight and more than 30% 
greater on a 500 mile flight than on a 2,000 
mile hop. 


*Flight block speeds compared to that aver- 
aged on a 2,000 mile flight are 40 miles per 
hour slower on a 1,000 mile trip and 103 
miles per hour slower on a 500 mile flight. 


B. Our planning must also provide for high utili- 
zation of aircraft. The DC-8’s we have on order 
will cost $5,850,000 each when fully equipped 
ready for service on our airline. You can readily 
understand why it is important to obtain high 
utilization on such costly units. 


The large jets are expected to have a useful 
life of ten years before becoming obsolete. As 
the end of the ten-year period, the industry be- 
lieves the value of aircraft will be about 15% of 
its original cost. Therefore 85% of the cost will 
be depreciated or written off to operating ex- 
pense during the ten-year period. 


This depreciation, including the depreciation 
of spare parts and assemblies that goes with 
operating a fleet of aircraft, will be approximately 
$1,800 per day per aircraft.* 


*$180 per aircraft hour — 
ten-hour daily utilization 


$200 per aircraft hour — 
nine-hour daily utilization 


$225 per aircraft hour — 
eight-hour daily utilization 


C. We must be careful not to under-produce and 
run the danger of losing our share of the revenue 
market. However, we must not over-produce to 
the point of precluding ourselves from obtaining 
a reasonable load factor. 


The load factor is the percentage of the avail- 
able revenue load capacity which is sold. Each 
percentage point in load factor represents approxi- 
mately 100 thousand dollars annual revenue from 
the operation of one DC-8. 


Therefore, each percentage point that the air- 
line operates the DC-8 above or below the break- 
even load factor represents approximately 100 
thousand dollars annually in profit or loss before 
tax from the operation of that airplane. 


D. Cost Control — The fare levels of the U.S. 
scheduled airlines are only 3.2% greater than the 
1939 levels. You are all aware of the spiralling 
cost increases over this twenty-year period. 


This profit squeeze has been a serious matter 
to the airlines. The rate of return on invested 
capital for the airline industry has decreased to 
almost one-half of that realized in 1955. For that 
year it was only 10.8%. 


Domestic passenger fore increases of about 
6% were allowed by the Civil Aeronautics Board 
early in 1958. This, however, resulted in less 
than a 4% overall increase in Northwest’s fare 
levels as domestic passenger revenue is less 
than two-thirds of our total operating revenues. 


Within just the last five years the average 
salary of our employees has increased 25%. This 
increase in cost, as well as cost rate increases 
in the services and supplies we purchase, had to 
be offset by more efficient methods and proce- 


B.M. SWICKER — Budget Director, Carr Fastener Co., 
Div. United Carr Fastener Corp, Cambridge, Mass. 
HARRY STANHOPE, JR., — Genl Supervisor-Budgets 
& Cost Analysis, Jones & Laughlin Steel Corp., 

Pittsburgh, Pennsylvania 

IRWIN E. ZACHER — Mgr. Profit Planning Dept., 
H,. J. Heinz Co., Pittsburgh, Pennsylvania 

CLARENCE H. HUTCHINSON, — Mgr. Financial Plan- 
ning & Reporting, Minneapolis Honeywell Regulator 
Co. Minneapolis, Minnesota 

EMERY V. ERICKSON — Senior Budget Accountant, 
Investors Diversified Services, Minneapolis, Minn. 

JOE H. WALLINGFORD — Partner—CPA—William 
Cotton Co., Louisville, Kentucky 

ALBERT BUTCHER — Supervisor Div. Budgeting, 
Lockheed Aircraft Corp, MSD, Los Altos, Calif. 

GEORGE A. SKINNER — Asst. Controller-Budgets, 
International Latex Corp., Dover, Delaware 

EDWIN W. LIGHTCAP — Supervisor Budgetary Con- 
trol, International Latex Corp, Dover, Delaware 

LaVERNE HALLMAN, Supervisor Mfg. Budgets, Alan 
Wood Steel Co., Conshohocken, Pennsylvania 

MARTIN J. McDONALD, Jr. — General Accountant, 
Goodall Rubber Co., Levittown, Pennsylvania 

WILLIAM J. MCDERMOTT — Comptroller-Treasurer, 
Technitrol Engineering Co., Philadelphia, Pa. 

ARTHUR C. ENGER — Budget Manager, Yale & 
Towne Mfg. Co., Philadelphia, Pennsylvania 

CHARLES K. SCHINDLER — Planning Manager, All- 
state Insurance Co., Shaker Heights, Ohio 


dures, tighter budgets and continued improvement 
in cost controls. We have not only offset the cost 
increase, we actually reduced the cost per avail- 
able ton mile. 


For the year 1958, our total operating cost per 
available ton mile was 13.6% less than 1954. 
Payroll costs per available ton mile were 19.9% 
lower and the number of employees per available 
ton mile was 30.2% less than 1954. 


BUDGET PROGRAM STATUS 


Our budget program has been an effective tool 
for profit planning and reducing and controlling 
costs. It may be of interest to you that for the 
four-year period 1955 through 1958, our total 
actual operating expenses are within two-tenths 
of one percent of the budgeted operating expense. 
During that four-year period, each of the last 
three years actual operating expense has been 
within one-tenth of one percent of the budget. 
Budget planning, I assure you, will be an impor- 
tant mansgement tool for our airline in the Jet Age. 


JOSEPH J. DORTENZO — Chief Accountant-Industrial 
Group, Mine Safety Appliances Co., Pittsburgh, Pa. 

ORVILLE, G. McDONALD, — Budget Director, Red 
Owl Stores, Inc., Minneapolis, Minnesota 

VERNON A. OTTUM — Asst. to Budget Supervisor, 
Red Owl Stores, Inc., Minneapolis, Minnesota 

MAYNARD R. KOHLER, Jr., — Special Asst. to Sec- 
retary—Treasurer, HRB-Singer, Inc., State College, 
Pennsylvania 

RICHARD F. COLEMAN — Regional Budgets & Analy- 
sis Mgr., Montgomery Ward & Co., Lafayette, Calif. 

GERALD E. ARCHER — Accountant, Price Bros., Co., 
Dayton, Ohio 


RAY W. RAU — Supervisor Cost Accounting, Reynolds 
& Reynolds, Dayton, Ohio 

ARLO D. RAGAN, Jr., — Office Manager, Van Dyne- 
Crotty, Inc., Dayton, Ohio 

DAVID V. MOHR — Asst. Treas & Office Mgr., Wolverine 
Brass Works, Grand Rapids, Michigan 

RICHARD P. CONNELLY — Management Specialist, 
A. O. Smith Corp., Milwaukee, Wisconsin 


NEW > | 
MEMBERS 


Accounting firms have always aided their 
clients in certain management activities — par- 
ticularly those closely related to the financial 
and controllership fields. Accounting firms are 
best known for their audit activities; however, 
most accounting firms have for a long time main- 
tained specialists in the tax field, and many 
have for years had one or two individuals who 
were full-time — or perhaps only part-time — sys- 
tems specialists. There was in most accounting 
offices an audit department and a tax department, 
and in some few there was also a third depart- 
ment — a systems department. 


However, about five years ago a new emphasis 
came to the fore relative to this third activity of 
accounting offices. This new activity has been 
called variously, Management Services, Man- 
agement Accounting, Advisory Services, or other 
such names. It embraced the old systems de- 
partment which previously existed and went on to 
explore and point out many new activities where- 
by accountants might be useful to their clients. 


A new era had been born! Just what is this 


The Growth of 
Management Services 
by C.P.A. and the 
Probable Effect 

on Budgeting 


By: William B. Hindman, C.P.A. 
Management Services Supervisor 
Lybrand, Ross Bros., & Montgomery 
Louisville, Kentucky 


new phenomenon? Management Services! Just 
what activities does it embrace? How do we de- 
fine Management Services? 


The late Marquis G. Eaton, a past president of 
the American Institute of Certified Public Ac- 
countants, described management services as 
“‘any service for management of fact-finding or 
advisory nature, except financial auditing and 
tax work.’’ This is a rather broad definition. 
There have been many other definitions — some 
broader and some narrower — but I believe there 
has been none that is more appropriate. How- 
ever, for a finite definition accepted by all of 
the accounting profession, we will have to look 
to the future. 


EXAMPLES OF MANAGEMENT SERVICES 


What are some specific examples of manage 
ment services? The American Institute of CPA’s 
has put out a bulletin covering these activities. 
There have been several other printed listings. 
Let’s discuss some specific examples of man- 
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agement services and then consider how bud- 
geting is concerned with these activities. 


4 Selecting essential data and designing 
reports on internal operation for use of 
top management. 


a. Budget personnel will often be directly 
concerned with the development and design 
of reports on internal operations for use of 
top management. 


b. Budget personnel are also often concerned 
with the selection of essential statistical 
data. Statistical data is very important to 
the executive who must make business 
decisions. This is true even though it is 
said that statistics are very similar to the 
‘bikini’? revealing the important but 
nevertheless concealing the vital! 


2 Designing and assisting in the installa- 
tion of cost systems and general account- 
ing systems, and systems for use in preparing 
forecasts and budgets. 


a. The budget specialist is interested in any 
system changes and their effect on his 
work and his budgeting programs and plans. 


b. Naturally, he should play an important role 
in any program to revise cost and general 
accounting systems and should play the 
leading role relative to the development or 
revision of systems for forecasting or 
budgeting. 


c. Therefore, budgeting should very likely be 
represented on most systems revision 
teams, or, at the very least have a chance 
to get in their two cents’ worth before 
system changes are adopted. 


3 Developing organization charts and 
schedule for the division of duties 
and responsibilities. 


a. The budget specialist is always concerned 
with changes in organization charts. Such 
changes may well affect the areas of 
budgetary responsibility which have been 
established and necessitate changes in the 
budgeting program in order to properly pin- 
point responsibility. 


b. For the same reason the division of duties 
and responsibility within a company are 
important to the budget specialist. 


4 Developing charts of accounts and ac- 


counting manuals. 


a. The budget specialist should participate 
in the development or revision of charts of 
accounts in order that the accounts will 
properly accumulate and pinpoint dollars 
by areas of control which are needed for 
comparison of actual expenses with bud- 
geted expenses. 


5 Advising as to office machine installa 
tions, including integrated data process- 
ing, office automation, use of electronic com- 
puters, etc. 


a. In order to stay competitive, a company 
must have information. The ways of ob 
taining this information are becoming ever 
more important. Often office automation is 
the only answer. 


b. When major office automation projects, 
whether mechanical or electronic, are under- 
taken, the budget specialist should be 
given the opportunity to assure himself that 
all possible data which will be of benefit 
in the preparation of budget is to be en- 
compassed in the automation program. 


6 Conducting “‘management and operations 
studies’’ and the assembling of under- 
lying data for programs in ‘‘Operations re 
search.’”’ 


a. It seems to me that in special duty ac- 
tivities such as these, particularly in the 
smaller and medium-sized company, the 
budget specialist can often play a part. In 
smaller and medium-sized companies the 
person concerned with the budget almost 
always performs duties other than bud- 
geting. He may perform a lot of special 
functions. Or, perhaps he may serve as 
controller or assistant controller or treas- 
urer. Probably many of you are now often 
performing special jobs and will continue 
to do so, and if you analyze some of these 
special services you have been performing 
you will find that these services fit right 
into ‘‘management and operations studies.’’ 
As the activity in management services 
continues to increase, it will mean that the 
budget specialist will likely be called upon 
to perform more such services. A certain 
freedom to cross departmental lines helps 
fit the budget specialist for such activities. 
Perhaps eventually many instances will be 
found in smaller companies where a person 
has been designed as a combination Di- 
rector of Budgeting and Director of Man- 
agement Services. Many smaller companies 
feel that they cannot afford a budget di- 
rector. Perhaps, however, they will feel 
that they can afford one qualified person 
for such a combined assignment. 


b. Some of you may feel that too much par- 
ticipation in systems revisions and in 
special services for management may be 
too limiting on your services in the bud- 
geting field, and that for such reason it is 
not best for you to participate in such as- 
signment. However, for a budget specialist 
to function at his best, he must thoroughly 
understand the system in effect which his 
budgeting covers. What better way to 
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thoroughly understand such a system than 
by being a part of the production of the 
system. Naturally, the special services 
activities by the budget specialist must be 
kept under control so that they do not 
seriously interfere with the primary function 
of the budget specialist — budgeting! 


c. It is my thought that the budget specialist 
should fit into the Management Services 
category from an internal standpoint, and 
that very likely he can make much more of 
a place for himself within his company if 
he emphasizes to his management his avail- 
ability and potential usefulness for special 
services projects. 


Management Services is a new horizon for 
the C.P.A. Perhaps it is also a new hor- 
izon for those concerned with Budgeting! 


IMPROVE VALUE OF SERVICE s 


The question then arises, ‘‘How can the 
person who spends part or substantially all of 
his time in budgeting prepare himself to be better 
able to render internal management services’’? 


Obviously, he must embark upon a program of 
study. What should he study? Perhaps some of 
the following suggestions will prove helpful: 


l. A review of recent cost, budgeting, systems, 
and office procedures books should be made. 
Such a review helps to bring a person up 
to date with the latest and most progressive 
thinking in these areas. Thereafter, one 
must arrange to keep up with progressive 
changes. Something new of consequence 
in each of these areas is continually 
taking place. 


2. The budget specialist should arrange as 
feasible to attend familiarization seminars 
or schools which are held by various equip- 
ment manufacturers. Keeping up as well 
as one can with new innovations in equip- 
ment these days is a terrific job for all 
persons concerned with record keeping. 
It’s an extremely important and almost 
colossal task for the system specialist to 
keep up with equipment innovations. The 
budget specialist certainly does not have to 
concern himself with new equipment to 
the degree that the systems specialist 
does; however, he should, for his own 
foresightedness and alertness, keep abreast 
of the major developments in this field. 


3. Where a budget man is employed as a 
director by a fairly large-sized firm, it be- 
hooves him to keep abreast of major de- 
velopments in the electronics field, par- 
ticularly those developments’ which 
apparently will have an effect on his 


budgeting activities. Attending a familiar- 
ization seminar on electronics should prove 
extremely beneficial. A certain equipment 
manufacturer offers frequently a one to 
two day familiarization on which it classi- 
fies as a ‘‘Nightgown approach to Elec- 
tronics’’ — just a few peeks to kindle ones 
interest. Even such a limited exposure 
would prove helpful tothe budget specialist. 


4. Every accountant these days, and the bud- 
get specialist is certainly no exception, 
should be familiarizing himself with the 
area of ‘‘Operations Research’’ and the 
mathematical principles that lie behind 
this important management concept. Top 
executives are extremely interested in the 
possibilities of ‘‘Operations Research.’’ 
‘Operations Research’’, or the accumula 
tion scientifically or mathematically of 
data upon which to base management de- 
cisions, is becoming more popular daily. 


I shall not attempt to tell here how one finds 
time for any or all of this suggested preparation. 
Time for study, time for new activities, time for 
preparation for advancement are problems each 
man must answer in his own way and to his own 
satisfaction. Oftentimes, and to our good fortune, 
we are pushed by forward looking management 
into doing many of the things which we should 
have been doing under our own initiative. Am- 
bition is a wonderful incentive but ‘‘ne parking’’ 
signs along the way are quite helpful. 


I am convinced that the field of Management 
Services presents many new frontiers for ac- 
counting firms to conquer. There are many reser- 
voirs to be tapped. Accountancy is on the brink 
of anew era — “The Era of Management Services.” 


I believe the field of budgeting will benefit 
from this new era! 


a. As long as man has produced and 
7 traded, businesses have been operated 
on a non-scientific basis. It might be said 
figuratively, as well as literally, that the 
manager, in most instances, has run the 
business from ‘‘the seat of his pants.’’ 
However, seat of the pants decisions are 
fast becoming old fashioned. Most business 
problems cannot be put into a test tube to 
produce a decision. However, there are 
certain decisions in business management 
which are directly dependent upon facts 
and logical relationships. In this area, 
electronic computers may be used to ar- 
rive at a more scientific method of making 
decisions. The tools used are primarily 
mathematical in nature and the method of 
approach is called ‘‘management science’’ 
or ‘‘operations research,’’ 
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We were pleased to learn that CLARENCE 
BENEDICT (Detroit Chapter) was promoted to 
Assistant Treasurer, Chrysler Corporation, ef- 
fective May 1, 1959, and that JOHN HORNUNG 
was appointed to the position of Vice-President - 
Finance, Mardigan Corporation, effective April 
1, 1959. We extend our congratulations to these 
gentlemen and wish them success in their new 
assignments. 


Detroit also reports that ]. KENT DEVER has 
been elected to the Stuart Cameron McLeod 
Society of the National Association of Ac- 
countants. This is the highest honor the N.A.A. 
can bestow on its past-presidents, and we add 
our congratulations to Kent. 


MARVIN E. GALLOB, of the Chicago Chapter 
will join the Business and Economies Department 
of Illinois Technology as an Assistant Pro- 
fessor in Accounting. Since 1951, Mr. GALLOB 
has lectured at Northwestern University where he 
received both is bachelor’s and master’s degree. 


Shortly after his election to the post of Los 
Angeles Chapter Vice President, GENE KOLL 
was named Controller of the International Sales 
Division of McCulloch Motors. 


LOUISVILLE REPORTS — Congratulations to 
FRANK JUDD, our past president, on his pro 
motion to Controller with Brown and Williamson. 


LARRY HOLLANDER, formerly of Enro Shirt 
Company, and well known among Louisville 
chapter members has accepted an appointment as 
the President of Lee’s Junior College, Jackson, 
Kentucky. Best of Luck, Larry! 


DICK HAWLEY of the San Francisco-Bay area 
chapter participated as an evening speaker at a 
NAA Discussion Forum held in San Francisco. 


ST. LOUIS REPORTS — We regret the loss of 
GORDON R. HANKINS of International Business 
Machines Corporation who has been transferred 
to Topeka, Kansas. Our congratulations to 
JOSEPH ALVAREZ, Comptroller of the Reardon 
Company, who has been elected to that firm’s 
Board of Directors. News has also come that 
JOSEPH J. KERVIN of A. O. Smith Corporation 
is returning to the Home Office in Milwaukee to 
take a position in the Company’s Centralized 
Accounting Group. 


INDIANAPOLIS REPORTS — BOB HEDDING - 
To Executive Vice President of George Mayer 
and Company. 

SAM KEITH — To Personnel Director of Atkins 
Saw Division, Borg-Warner Corporation. 

CONGRATULATIONS TO BOTH. 


CHICAGO ASKS — DO YOU KNOW? 
LEW LANDRETH, Past President of the 


NEWS ABOUT MEMBERS 


Chicago chapter, missed his first meeting in three 
years. But listen to his excuse — on the same 
nite he talked on ‘‘Profit Planning’’ at the Fox 
River Valley Chapter. 


PROFESSOR WEINWURM sent greetings from 
Paris where he attended the international meet- 
ing of the Institute of Management Science. 


JACK BULLOCK, member of the Chicago 
Chapter, was guest speaker at the September 
14th meeting of the Detroit Chapter. He dis- 
cussed ‘‘Distribution Costs and Budgeting 
Controls,”’ 


ROBERT A. STEVENS of Goldstein Millinery 
Company was recently elected Secretary, as well 
as Controller, of his company. CONGRATULA- 
TIONS! 


FRANK BESORE, former Newsletter Editor, 
has been appointed to the position of Financial 
Analyst at R. R. Donnelly & Sons. 


WALTER BUNGE was a Conference Leader on 
“Essentials of Effective Budgeting Controls’’ 
sponsored by the University of Wisconsin on 
Wednesday, October 14th. 


Our immediate Past President, HAL MASON 
is traveling in Europe visiting S. C. Johnson and 
Son’s plants in France and Germany. He reports 
that he will be gone about two months. 


The Pakistan magazine, “Industrial Economist’ 
has reprinted another of “Business Budgeting” 
articles. This time they selected “Management 
Looks at Budgeting and Planning” written by 
MARSHALL E. HOYT, Vice President and Treas- 
urer of Nash Engineering Company of South 
Norwalk, Connecticut. 


The magazine, “The Office” presented their 
readers with a picture and short article with 
reference to the election of OUR NATIONAL 
PRESIDENT. 


MEL AICHHOLZ, Publicity Chairman of the 
1960 National Conference has mailed to all chap- 
ter secretaries a supply of conference stickers to 
be used on all correspondence. Your assistance 
in publicizing the conference in this manner can 
be a big help. PLEASE USE THE STICKERS. 


We hope that Indianapolis will forward pictures 
and details of the Tri-State meeting held October 
2, 1959 in the Hotel Warren in Indianapolis. 


ARE YOU LOOKING FOR AN UNUSUAL SUB- 
JECT FOR ACHAPTER TECHNICAL MEETING? 
Rocky Mountain’s first meeting this year had a 
program entitled, ‘“‘BUDGET AND CONTROL 
PROBLEMS OF THE UTE INDIAN TRIBES.”’ 
Sounds like an excellent potential article for 
Business Budgeting. 
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NSBB SUPPORTS 
THE PRESIDENT OF THE UNITED STATES 


A resolution in support of President Eisenhower’s plea for a balanced federal budget was adopted at the 
Ninth Annual NSBB National Conference in Minneapolis. The text of the resolution and the letter forward- 
ing the resolution to the President are reproduced below. 


As a direct result of this step and the President’s reply (reproduced on opposite page) your Society has 
formed a Government Budget Committee with WILLIAM D. McGUIRE as Chairman. Mr. McGuire will keep 
the membership informed as to his committee’s recommendations and action. 


Other members of the Government Budget Committee are C. C. BENEDICT (Detroit), C. S. HOLSTEEN 
(Chicago) and R. VISSCHER MILLAR (Philadelphia). 


NATIONAL SOCIETY FOR BUSINESS BUDGETING 


May 27, 1959 


The Honorable Dwight Eisenhower 

fer Vice Prewdent The President of the United States 

— The White House 

Washington, D, C, 
Vien My dear Mr. President: 

Ccege 14, ttteene Last week at our Ninth Annual National Conference in Minneapolis, 
aru 0, mooe Minnesota, the National Society for Business Budgeting was privi- 
lawmanon! Anges leged to hear a persuasive address by the Honorable Maurice M, Stans, 

Director of the Budget, on the subject of fiscal responsibility in 

Secretory federal finances, Subsequent to Mr. Stans' address, the following 

612 Power 

Lee Angeter 


"Resolved, that the National Society for Business Budgeting, 
Treeswrer made up of more than 1100 American citizens acting as budget 
officers for the leading firms of the United States, strongly 
endorses the stand that President Eisenhower and Budget Director 
Stans have taken in support of a balanced federal budget for 
1959/60, and offers to help, both collectively and individually, 


200 Notions Aone in every way possible, and particularly in any way that the 
President might suggest." 

Other Dwrectors ot Lerge 

€ & eae We believe that the Congress is vitally concerned with this matter 

ST > of a balanced budget, and therefore plan to send in due course a 

cent @. Chaweoen copy of this letter and resolution to each member of the Senate 

and the House of Representatives, 


Alemes The membership of NSBB is gravely concerned about the implications 


(a Aleman Mow Memes of an unbalanced budget in these "good" times, and we would earnest- 

ly like to help you and Mr, Stans attain your budget goals, Our 

in these goals and is working for them as best 

cam ©. wenmaees can; you see a particular way that we can help, we h 


potent Very truly yours, 


President 


Chie HCM:mjb 


NINTH ANNUAL CONFERENCE—MAY 21-22, 19599—HOTEL LEAMINGTON, MINNEAPOUS, MINN. 
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THE WHITE HOUSE 
WASHINGTON 


June 17, 1959 


Dear Mr. Mason: 


I appreciate very much indeed the splendid resolution on the | 
budget which the National Society for Business Budgeting ro 
adopted at its recent conference. This resolution is another ne 
clear indication that informed public opinion strongly supports 
prudent standards of financial management in the Federal 
Government, 


Your members are in a unique position to take up the case | 
of the balanced budget. American business is rightly re- ey 
spected for its skill in combining industrial progress with 
responsibility in matters of finance. 


In the Federal Government, this goal of progress based upon 
sound business practices is equally valid. Indeed, unless the 
Federal Government conducts its affairs in a responsible way, 
serious consequences can arise to the disadvantage and injury 
of the private enterprise system upon which free government 
in America rests. 


I should like very much to see the National Society for Business 
Budgeting undertake an active program of study and to publicize 
information on the budget of the Federal Government. Your 
organization can be most effective in helping to establish and 
maintain the high standards of public budgeting which are needed 
today and for the future. : 


Mr. Harold C. Mason 

President 

National Society for Business Budgeting 
1525 Howe Street 


Racine, Wisconsin 


Sincerely, 
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